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Ideas From Leading Experts
Trend Watch

SEC targeting fund managers’ per
sonal investments. In response to
reports about mutual fund money man
agers making private investments that
might raise the impression of impropri
ety, the SEC has proposed several new
rules to the National Association of
Securities Dealers (NASD) governing
what investments would be allowed
and facilitating the tracking and regula
tion of such investments. First, the SEC
asked the NASD to prohibit mutual
fund staffers from purchasing hot ini
tial public offerings. Another proposed
rule would ask NASD members to
notify mutual fund companies whenev
er a fund employee opened a brokerage
account and, when asked, to provide
the fund with information on their
employees’ trades. The SEC also rec
ommended that money managers be
required to publicly disclose their per
sonal investments when hired and that
the mutual funds establish policies on
personal investing by their staffs.
Investment Dealers’ Digest, October 3,
1994, page 9.
Real estate is a changing industry.
Since 1990, real estate industry busi
ness strategies have changed in many
ways, including the following:
■ Pension funds increasingly seek real
estate investments with liquidity such
Continued on page 2
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When to Consider a
Corporate Trustee (Part II)

What’s Inside

By Al W. King, III
Al W. King, III, J.D., LL.M., Vice Presi
dent/Director of Estate Planning,
Citibank, New York City, in Part II
reviews the specific situations calling for
a corporate trustee.

A corporate trustee can be particularly
helpful in the following situations.

Family Business
If a family business is to be held in
trust, someone active in the business (for
example, a child or chief financial officer)
may be a desirable trustee or cotrustee.
However, a corporate fiduciary could also
be hired to handle the administrative
aspects of the trust for which the person
actively involved in the business does not
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From the Chairman’s Corner: An Update on
Recent Developments
By James A. Shambo
James A. Shambo, CPA/PFS, discusses
his impressions of the recent AICPA
Annual Meeting and reviews the progress
of the Personal Financial Planning Divi
sion’s strategic plan.

Attending the annual meeting of the
American Institute of CPAs gave me a
vivid view of the global impact of our pro
fession. CPAs in attendance represented
every facet of the American economy—
ranging from business to government,
academia to industry, emerging technolo
gies to personal services. The Personal

AICPA PFP Division

Financial Planning Division was well rep
resented, as the Personal Financial Plan
ning Executive Committee met concur
rently with certain functions of the
AICPA’s Governing Council.

Annual Meeting Notes
In addition to reports from traditional
service areas, the Information Technology
Division gave an interesting presentation of
activities in the making. They hope to intro
duce soon an online service through Com
puServe called the Accountants’ Forum
Network. Some of the suggested items for
Continued on page 2
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TrendWatch
Continued from page 1

From the Chairman’s Corner: An Update on
Recent Developments
Continued from page 1

as Real Estate Investment Trusts.
■ Capital sources are becoming more
securitized.
■ Private real estate firms and limited
partnerships are becoming public
companies.
Many observers forecast that securiti
zation of debt and equity will be the
major form of capitalization for the
$4.5 trillion industry in the next
decade. Real Estate Review, Fall
1994, page 87.
Easing the risk of investing in tech
nology funds. Mutual funds that invest
in technology stocks are known for their
roller coaster rides that can be smoothed
a bit by checking on two separate fac
tors: the sector itself and the individual
fund manager. Technology funds are
not the most volatile fund sector. That
distinction belongs to health care and
precious metal funds. However, tech
nology funds are for investors who can
“buck the crowd.” They outperform the
market in a bull market and do worse
than average in a downturn. When
choosing a fund, however, you have to
look at the manager. Each fund manag
er has a different definition of technolo
gy. As a result, the shareholdings vary
among the funds. When analyzing port
folios consider:
■ The split between big companies
and smaller ones.
■ The type of technology invested in.
■ The extent of the diversification.
Because of the differences among the
managers’ approaches, generaliza
tions about the technology group tend
to be of little use. Financial World,
November 8, 1994, page 83. ♦

inclusion are the following:
■ Access to AICPA and state society
information, directories and selected pub
lications.
■ Message center for members.
■ Conference Center.
■ E-mail to facilitate enrolling in or
ordering CPE courses.
The PFP Division will work to coordi
nate our activities with the Information
Technology Division on this project.
The Tax Division is working diligently
to provide relief from the workload com
pression issue. Bob Israeloff, AICPA
Chairman and PFP Section member, fully
supports this effort. In addition, the Tax
Division is also working with the Trea
sury Department to provide a smooth lane
change as we move towards a completely
electronic filing system.
The Communications Division has been
working with Hill, Holliday, a market
research firm, to develop an image
enhancement program for CPAs. They have
been asking focus groups questions such as,
“What is a CPA?” and “How can we let the
world know about CPAs?” You can imag
ine the task our PFP Communications Sub
committee has in trying to promote the CPA
as the premier financial planner when the
profession’s overall image is so obscure.
Tort reform continues to be a top prior
ity of the AICPA. In the current Congress,
there are 178 cosponsors in the House and
21 in the Senate for the respective tort
reform bills. You can expect this legisla
tion to be reintroduced when the next
Congress convenes in January.
PFP Executive Committee
October Meeting
Four new PFP Executive members
took their places at the October meeting

in Boston, the first meeting of the
1994-1995 Committee year. Joining
actively in our discussions on implement
ing the PFP Division’s strategic plan and
other matters were new Executive Com
mittee members Kristianne Blake, CPA,
Spokane, WA; Beth C. Gamel, CPA/PFS,
Tax & Financial Advisors, Lexington,
MA; Mitchell Freedman, CPA/PFS,
Mitchell Freedman A.C., Sherman Oaks,
CA; and David Hendleberg, CPA/PFS,
Continued on page 7

Committee Members Wanted
There will be approximately 12
openings for members of the Ameri
can Institute of CPAs who would like
to serve on one of the Personal
Financial Planning Division’s com
mittees. The Division has the follow
ing committees: the PFP Executive
Committee, the PFP Member Ser
vices Subcommittee and the PFP
Communications Subcommittee.
Terms begin October 1995 and are
for one year, but members are usual
ly reappointed for two more years.
To apply, write: Committee
Appointments Coordinator, AICPA,
1211 Avenue of the Americas, New
York, NY 10036-8775; or fax L.J.
Vendura at 212-596-6213. You will
receive a Committee Booklet listing
current committees, objectives, major
projects and estimated time commit
ments, as well as a biographical form
to complete. To ensure being consid
ered for the 1995-96 committee year,
the biographical form must be
returned by February 15, 1995.
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When to Consider a Corporate Trustee (Part II)
Continued from page 1

have time or expertise. The corporate
fiduciary’s responsibility could be limited
to the administration of the trust, leaving
the business decisions to the other co
trustee. The corporate cotrustee’s role
may be expanded to include the power to
resolve disputes between the various
interests.

Special Assets
When special assets, such as partner
ship interests, restricted stock, art work or
real estate make up the corpus of a trust,
using a corporate trustee may be advis
able. Experience in managing and con
serving various types of property is an
attribute of a corporate trustee that indi
vidual trustees, more often than not, lack.

Discretionary Powers
If a family member or other related
trustee has discretion over trust distribu
tions, the distributions, under local trust
law, must generally be restricted to an
“ascertainable standard.” This standard
generally restricts principal distributions
to those made only for the beneficiary’s
health, education, support or maintenance.
When an individual is concerned that this
ascertainable standard is too limited and
does not express his or her true intent, the
appointment of a corporate trustee permits
greater latitude in making discretionary
distributions.

Irrevocable Insurance Trusts
There are two levels of trust adminis
tration associated with irrevocable insur
ance trusts. One deals with the insured’s
lifetime and the other begins with the
insured’s death.
Trust administration during the
insured’s lifetime involves establishing a
trust account, possibly purchasing an
insurance policy, paying insurance policy
premiums, sending Crummey notices to
the trust beneficiaries, and monitoring the
insurance company and policy. Recent
developments seem to indicate that once a
policy is purchased, the trustee has an
obligation to monitor the financial perfor
mance of the insurance company and the

exercise of various policy options. This
monitoring of the insurance company
goes further than a review of the company
ratings (for example, Moody’s, Standard
& Poor’s, Weiss’). It also includes the
insurer’s dividend history, expense ratios
and portfolio assessment. Additionally,
periodic reviews of the individual policies
appear to be necessary.
Many corporate trustees do not want to
act as trustee until the insurance policy
“matures,” leaving the family members
with the burdens listed above. Other cor
porate trustees, however, have programs
for handling the listed duties at a nominal
fee. As a result of the potential liability in
this area, use of a corporate trustee during
the insured’s lifetime as well as when the
policy matures may be advisable.
Additionally, many insurance trusts
last for several generations (for example,
dynasty or megatrusts). These trusts are
ideal candidates for a corporate trustee
because of the continuity of management
a corporate trustee can provide.

Qualified Domestic Trusts (QDOT)
Transfers at death to noncitizen spous
es, including non-U.S. citizen residents
with green cards, will qualify for the
unlimited estate tax marital deduction
only if assets pass to a qualified domestic
trust (QDOT). Under recently proposed
regulations, the QDOT trust agreement
requires that at least one trustee be a U.S.
citizen or domestic corporation (that is, a
bank or trust company). The proposed
regulations further require that if the fair
market value of the property transferred
to the QDOT exceeds $2 million, either
one of the trustees must be a U.S. bank or
the trustees must provide a security bond
equal to at least 65 percent of the fair
market value of the property in the
QDOT. Additionally, if the fair market
value of the property transferred to the
QDOT is $2 million or less, either one of
the two provisions relating to QDOTs
with assets in excess of $2 million, noted
above, must be satisfied. Otherwise, the
trust agreement must expressly prohibit
more than 35 percent of the fair market
AICPA PFP Division

value of the QDOT’s assets from being
invested in real property located outside
the United States. Consequently, using a
corporate fiduciary with a QDOT trust
can save money—avoiding the need to
post a bond—and administrative compli
cations.

Charitable Trusts (Remainder and
Lead Trusts)
If a grantor becomes the trustee of a
charitable remainder unitrust (CRUT), the
trust instrument must be drafted to avoid
the retention of any powers that would
otherwise cause the income of the CRUT
to be taxed to the grantor under the grantor
trust rules. In addition, the charitable
deduction may be lost if the assets trans
ferred do not have a readily ascertainable
market value, unless an independent
trustee is the sole party responsible for
making the annual value determinations.
Consequently, it may be prudent to name
a corporate trustee when special assets,
such as partnership interests, real estate,
or stock in a closely held corporation, are
transferred to a CRUT.
There may be a question as to whether
a grantor can be the trustee of a charitable
lead trust, without causing the trust to be
included in his or her estate. Inclusion
generally would not be required merely
because of the grantor’s status as trustee,
provided the powers of the trustee are
purely administrative. If, however, the
grantor as trustee retains the power to
alter the beneficial enjoyment of income
or principal of the trust, the trust assets
may be dragged back into the grantor’s
estate. Because the line between routine
administrative powers and the power to
affect beneficial enjoyment is sometimes
indistinct, sensible planning would nor
mally dictate using a trustee other than
the grantor.
One or more of the grantor’s children
may be named as trustees without the
tax risk, assuming they are not acting
merely as the grantor’s alter ego. Of
course, a child-remainderman in the
capacity of trustee is not disinterested,
and tension may develop between the
child and the charitable income benefi
ciary. A solution to this potential diffi

Continued on page 4
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When to Consider a Corporate Trustee (Part II)

proceeds are not reinvested in another resi
dence, but are converted to a GRAT.

Continued from page 3

culty may be to appoint both a child and
a corporate cotrustee.

Qualified Terminable Interest Trusts
(QTIP)
Naming children from an earlier or cur
rent marriage as the trustees of a QTIP
trust for a surviving spouse may invite
trouble. Consequently, family members
often welcome selection of a corporate
trustee. This will relieve the family of the
responsibility of making difficult deci
sions, such as denying requests for discre
tionary principal distributions that may be
inappropriate.

the grantor lives for the chosen period of
years, the home is removed from the
grantor’s estate. Generally, the home
owner acts as trustee at first, because there
initially is very little for a trustee of a
QPRT to do.
However, if the grantor wishes to pur
chase the property from the trust prior to
the end of the QPRT term or rent it after the
term expires, the presence of a contingent
corporate trustee furthers the image of an
arm’s-length transaction. This is in addi
tion to the services offered by the corporate
trustee’s real estate experts. Use of a con
tingent corporate trustee is also advanta
geous when the residence is sold and the

Conclusion
Selecting the appropriate trustee is often
a difficult decision that depends on a num
ber of factors. CPAs should educate their
clients as to the pros and cons of the avail
able choices. Corporate fiduciaries offer
many significant benefits on an extremely
cost-effective basis. Whether acting in a
sole or cotrustee role, the corporate trustee
provides a client with the capabilities need
ed to manage a family’s wealth effectively.
In addition, the corporate trustee provides
these services every day as its core busi
ness. This professional, stable management
will ensure clients that their trusts will be
the comprehensive, long-term wealth man
agement tools they intended. ♦

Disabled Children (Special
Needs Trusts)
Generally, a family member is named
as cotrustee with a bank to administer a
special needs trust for a disabled child.
The family member provides sensitivity to
the personal needs of the child and the
bank serves as the financial manager,
administrator and resource. Because the
trust normally supplements government
programs rather than replacing them, a
corporate trustee is generally necessary to
monitor distributions from the trust.

PFP Partner, Version 2.0: This One Is for You

Grantor Retained Annuity
Trusts (GRAT)
GRATs provide an opportunity for a
grantor to transfer Subchapter S minority
family business interests or high-yielding
investments to other family members at a
reduced gift-tax cost, while retaining an
annuity (that is, income) from the trust, as
well as control of the business for a period
of years. If the grantor outlives the chosen
annuity term, there are estate tax savings.
Consequently, a corporate trustee with
expertise in dealing with closely-held
stock may be a logical choice as the
trustee of a GRAT.

Over the past eighteen months, since
the release of PFP Partner, Version 1.0,
many users contacted us with their sugges
tions for enhancements. These suggestions
from you, the PFP Section members, were
heard. PFP Partner, Version 2.0, is for all
of you!
PFP Partner, Version 2.0, incorpo
rates over one hundred enhancements and
improvements, most of which are directly
a result of your suggestions. By far, the
most frequent suggestion received was to
allow more flexibility in making your
planning assumptions and, consequently,
in executing the calculation process. Bob
Fasani and I are pleased to report that
PFP Partner, Version 2.0, continues the
tradition of increasing the efficiency of
the planning process while providing you
with almost unlimited flexibility in your
planning. No other program offers you
the level of flexibility now found in PFP

Qualified Personal Residence
Trusts (QPRT)
QPRTs enable an individual to transfer
a home or vacation home to an irrevocable
trust, while retaining the ability to live in
the home for a specified period of years. If
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By Steven N. Strauss
Steven N. Strauss, CPA, of Strauss &
Company, P.C., St. Louis, MO, describes
the new features and enhancements of
PFP Partner, Version 2.0. Mr. Strauss and
Robert L. Fasani, CPA, CFP, of Hauk,
Fasani & Ramsey, P.C., developed PFP
Partner for the AICPA.

AICPA PFP Division

Partner, Version 2.0.

Education Funding Module
The redesigned funding calculations of
the Education Funding Module now allows
you to increase the amounts of annual
funding (contributions) by a specified rate.
You can specify a 10 percent, 15 percent or
any other rate of increase in annual funding
during the funding period that you have
specified. For example, you can specify
that a client’s annual additions to an educa
tion fund will increase 10 percent per year.
This scenario may be appropriate for a
client who presently has limited discre
tionary funds available for funding a
child’s education, but expects a significant
increase in income in the foreseeable
future, allowing for the increased rate of
funding.
In addition, many PFP Section mem
bers told us that some clients preferred to
view the education funding needs for all of
their children on a combined basis. While
PFP Partner, Version 1.0, was limited to
separate funding calculations for each
child, PFP Partner, Version 2.0, allows
you to choose either separate funding cal
culations or a combined funding calcula
tion.

PLANNER
Goal Funding Module
The redesigned Goal Funding Module
allows you to specify a rate of increase
for the serial funding calculation. In
addition, PFP Partner, Version 2.0,
allows you to calculate the funding
requirements for an unlimited number of
client goals and to combine the results
when posting to the balance sheet and
cash flow statements.

Retirement Funding Module
The Retirement Funding Module of
PFP Partner, Version 2.0, retains the ease
of use of Version 1.0 while incorporating
over twenty-five new features designed to
allow you a level of calculation flexibility
that you would expect to have using your
own personally designed spreadsheet. A
spreadsheet that you might create with the
features found in the retirement module of
PFP Partner, Version 2.0, would take tens
of hours to design and would require con
stant adaptations and modifications to fit
the needs of each client. Once you become
familiar with the Retirement Funding
Module of PFP Partner, Version 2.0,
completing a projection for a client will
take only minutes.
The following are a few of the new fea
tures in the Retirement Funding Module:
■ Separate retirement considerations
for each spouse.
■ The ability to select the date at which
social security begins.
■ The ability to modify a client’s antic
ipated retirement period expenses on a
year-to-year and item-by-item basis.
■ Choice of retirement plan with
drawals, including straight-line over a
period you select or minimum distribu
tions on either a single-life or joint-lives
basis (with spouse or with someone
else).
New reports now reflect the accumula
tions and subsequent withdrawals from
each spouse’s respective plan or plans. A
“needs” table has also been added to
reflect the client’s projected living
expenses on an item-by-item basis from
the projection date through the date of
death. These new features and reports pro
vide you with the ultimate degree of flexi
bility in planning for your client. You now
can modify nearly every number on the
retirement funding table.

▼ Personal savings □ Retirement accounts

If a Picture’s Worth a Thousand Words...
PFP Section members asked us to
include some text in an updated PFP Part
ner that would make writing a client
report easier and less time-consuming.
Present users told us that graphic repre
sentations of funding models also are very
helpful in explaining financial planning
concepts to clients. PFP Partner, Version
2.0, gives you both!
Although PFP Partner has never been
designed to be a report generator that pro
duces “canned” reports to clients, we have
added a Text Library containing informa
tion that you can easily modify to form the
body of your client report. The text files,
covering education funding, retirement
funding and insurance, can be easily
imported into your favorite word process
ing software where they can be adjusted to
to fit a particular client.
We also have added graphs to PFP
Partner. The program automatically pro
duces graphs depicting a client’s current
and projected (five years) balance sheets,
cash needs, education, goal and retire
ment funding models and insurance
needs. (See the sample retirement fund
projection graph above.) You can view
the graphs on your monitor or print them
for inclusion in your client report.

AICPA PFP Division

This One’s for You
PFP Partner, Version 2.0, incorporates
most of the features that you, the PFP Sec
tion members, asked for. It is scheduled for
release in January 1995. See the accompa
nying sidebar for product information
about ordering PFP Partner, Version 2.0.
Give PFP Partner, Version 2.0, a try, and
find yourself on the road to more efficient
and profitable PFP engagements.

♦

How TO Order

PFP Partner, Version 2.0
You can order your copy of PFP
Partner, Version 2.0, by calling the
AICPA Order Department, in January
1995, at 1-800-862-4272, submenu
#1, and asking for PFP Partner, Ver
sion 2.0, product no. 016501PL at a
cost of $495 to PFP Section members
($595 to AICPA members who are not
PFP Section members). If you need
only the upgrade package (cost $295),
PFP Section members should ask for
product no. 016503PL (you will
receive the Electronic Research
Series: AICPA Professional Stan
dards, a $98.75 value, as a premium);
others should ask for no. 016502PL.
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PLANNER
Practice Profile: An Interview with Charles Foster

Charles (Chuck) Foster, CPA, of Charles
Wm. Foster & Associates, CPAs, Chica
go, talks about providing personal finan
cial planning services to clients from the
day he opened his firm’s office eight years
ago.

vices in addition to managing the firm and
representing my clients before the Internal
Revenue Service. I also spend some time
on compilations that are provided for
clients requesting that service.

Today, Chuck Foster’s Chicago firm
has a staff of nine and average monthly
billings in the $60,000 to $70,000 range. It
provides fee-only PFP services for high
net worth individuals including senior
corporate executives, professionals and
owners of closely held businesses.
The Planner recently interviewed
Chuck to learn exactly how he expanded
his practice. The Planner appreciates
Chuck’s candor and willingness to share
his success story with fellow CPA finan
cial planners.

PFP client.

great deal of time analyzing the data,
assisting the client in developing financial
goals, identifying the client’s available
resources and establishing realistic meth
ods that the client can use to achieve the
financial goals.

Planner: Describe your firm’s typical

Planner: When did your firm begin
offering PFP services?
Chuck Foster: My firm has been offer
ing PFP services since its inception eight
years ago. At the outset, PFP was less than
50 percent of our revenues. Today, how
ever, PFP and related tax compliance ser
vices generate more than 90 percent of our
revenues. Also, to allow us to focus on our
niche and to increase profitability, we do
not offer audit, review or other consulting
services.
Planner: What motivated or influ
enced your firm to start offering PFP ser
vices?
Chuck Foster: As a tax professional at
a large national firm, I was motivated to
start a firm that offered PFP services after
experiencing a client demand for compre
hensive, fee-only planning services. The
clients wanted us to provide comprehen
sive planning services as CPAs. Further
more, they wanted objective advice that
was not transaction oriented or dependent
on the sale of a product.

Planner: What percentage of your
time is spent providing PFP services?
Chuck Foster: Currently, the majority
of my time is devoted to providing PFP ser
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Chuck Foster: We have two types of
clients:
1. High net worth individuals with
assets (exclusive of the home) of
$800,000 or more and an average annual
income of at least $125,000.
2. Senior corporate executives, profes
sionals and owners of closely held busi
nesses.

Planner: Describe a typical PFP
engagement: For instance, how long does
it last and what kinds of questions do
clients ask?
Chuck Foster: Our typical PFP
engagement evolves over time. During the
first year, we typically invest 40 to 60
hours of staff time in services including
data gathering, plan preparation, client
meetings and education, as well as meet
ings and telephone calls with investment
advisors, attorneys, insurance salesmen
and others. Because we provide compre
hensive planning services, we use ques
tionnaires to gather data. We then spend a

SPECIAL OFFER

Investor Advisor
Magazine
The PFP Division has arranged to
provide all PFP Section members
with a complimentary three-month
subscription to Investment Advisor
and Fee Advisor magazines. PFP
Section members who complete and
return the complimentary subscrip
tion card (accompanying the first
issue you receive) will continue to
receive both magazines. Look for
your first issue soon!

AICPA PFP Division

Planner: How do you market your PFP
services?

Chuck Foster: Our PFP services are
marketed mainly through word of mouth or
referrals from satisfied clients. There is
also some marketing through networking
with other professionals.

Planner: Where do you look for
clients?
Chuck Foster: It is the reputation of
our firm that brings clients through our
door. Consequently, most of our practice
development is through “warm” potential
client calling.
Planner: What challenges did your
firm encounter in getting started in PFP?
Chuck Foster: There were many chal
lenges we faced in starting a PFP practice.
Among the most challenging were the fol
lowing:
■ Building a core group of clients to
give us momentum.
■ Finding the appropriate software and
computer hardware. We have changed
software four times.
■ Developing an appropriate plan pre
sentation.
Planner: How soon did your firm
become profitable from offering PFP ser
vices?
Chuck Foster: The firm became prof
itable in approximately two years.

Planner: What, in your opinion, is the
key to providing PFP services profitably?
Chuck Foster: In my opinion, the key
to providing profitable PFP services is to
charge a realistic fee for your services.
You cannot be apprehensive about the
fees you charge for your services. Dis
counting fees is a quick path to worrying
about surviving.

PLANNER
Planner: What do you find most
rewarding about offering PFP services?
Chuck Foster: It is the work itself;
working with high net worth individuals
and helping them restructure their finan
cial lives to their advantage.
Planner: How do you assess the future
of PFP for CPAs?
Chuck Foster: The baby boomers are
now entering the wealth accumulation
stage of their careers and lives. Soon, they
will be advancing into retirement. As a
result, I foresee a considerable expansion
of PFP opportunities for CPAs.
Planner: What advice would you give
to CPAs considering offering PFP ser
vices?
Chuck Foster: Prepare a complete
business plan (25 to 40 pages) analyzing
the PFP services you intend to offer. ♦

Soon
COMING

1995 AICPA Investment
Planning Conference
Taking Shape
Mark your calendars now for the
1995 AICPA Investment Planning
Conference, June 12-13, 1995, at the
Sheraton Chicago Hotel & Towers
(right at the North Michigan miracle
mile). While still in the formulative
stage, the following are among the
topics tentatively scheduled: Assess
ing a Client’s Risk Tolerance and Its
Impact on Asset Allocation, What to
Look for in International Funds and
Their Managers, Navigating in a Tur
bulent Bond Market, Monitoring
Your Client’s Investment Perfor
mance, Selecting Mutual Funds,
Selecting and Working with Invest
ment Consultants, What You Should
Know About Closed-End Funds,
Picking the Right 401(k) Package
and Trends in the Mutual Fund
Industry. Keep an eagle eye out for
your early bird flier—it will arrive
during the busy season. ♦

From the Chairman’s Corner
Continued from page 2

Jones & Kolb, Atlanta, GA. They have
already made their mark at this changing
of the guard.
The Executive Committee approved
Statement on Responsibilities in PFP Prac
tice No. 5, Developing a Basis for Recom
mendations, for exposure to members.
When you receive the exposure draft in the
mail (look for it towards the end of January
1995), please take the time to read it and
give us your comments. All comments are
reviewed by the PFP Practice Responsibil
ities Subcommittee and the Executive
Committee and, when warranted, are
reflected in the final text of a statement.
The Internal Awareness Task Force,
chaired by Alan M. Rothstein, CPA/PFS,
Rothstein & Company, Avon, CT, has
developed a comprehensive marketing
strategy that will serve as a foundation for
selling CPAs as the premier providers of
PFP services. Alan’s column in the October/November issue of the Planner dis
cussed the process the Task Force went
through to produce their plan. This mar
keting strategy should create an increased
awareness within the profession of the
value of PFP services.
At the end of the July 31, 1994, fiscal
year, the PFP Section and the Tax Section
were the only two member sections of the
AICPA showing growth. The PFP Section
remained the second largest member sec
tion. While I do not expect the PFP Section
to attain the size of the Tax Section’s
25,000 members, our presence is becoming
known. Recently, the Tax 20 Group, head
ed by William Raby, Ph.D., CPA/PFS,
Tempe, AZ, commented on one of my pre
vious articles and agreed “... that the train
ing and objectivity of CPAs uniquely qual
ifies them to be the financial psychiatrist
for individuals in almost every walk of
life.” As Tax Section members see the
reemergence of PFP services, perhaps
more will want to join our PFP section and
unite with us in this leading edge service.
PFS Activities
Alan Rothstein will repeat the presen
tation he made at the October Executive
Committee meeting to the PFS practition
ers attending the Annual Technical Con
AICPA PFP Division

ference’s PFS Networking Reception on
Sunday evening, January 8, 1995. To aid
in the dissemination of knowledge about
the PFS designation, all conference regis
trants are invited to the reception this year.
For those who are PFS practitioners, I
hope Alan’s presentation will be as excit
ing for you as it was for us on the Execu
tive Committee.
With 147 candidates sitting for the PFS
Examination in September, the CPAs
showing interest in becoming PFS practi
tioners continues its upward curve. My hat
is off to KPMG Peat Marwick for leading
the way in PFS practitioners with 52 at this
time. I am the only PFS practitioner in my
firm, but this represents a much higher per
centage of our total firm size; so come on
Big Six, meet the challenge of KPMG and
the small practitioners. It is time to make
PFS the designation of choice for all firms.
On September 23, 1994, the AICPA
Board of Directors approved the test sub
stitution proposal sought by the PFP Exec
utive Committee. (See page 8 for further
information.) At the 1995 PFS networking
reception, I look forward to welcoming our
fellow AICPA members who hold the CFP
or ChFC designations and to offer them
the opportunity to take the first steps in
joining the PFS movement. Although
many practitioners holding the CFP or
ChFC designations might not meet our
work experience requirements, our survey
of members holding these designations
found that 87 percent supported the oppor
tunity to become PFS practitioners, and
that 59 percent will endeavor to obtain the
other requirements of the PFS designation.
With our newly approved Communica
tions Subcommittee and the actions of our
Internal Awareness Task Force we believe
that we will be able to make a clear state
ment that the CPA is the premier provider
of PFP services. With the cold war about
designations over, we can now focus as
one group of specialists and speak with a
common message. That is, to service the
public by promoting ethics among all
providers, to speak out for full disclosure
of amount and method of compensation
and to work for our clients with an objec
tive “service mentality.” ♦
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PFS Exam Waiver Granted for CPAs with CFP,
ChFC Designations
The AICPA Board of Directors
approved a proposal to waive the Personal
Financial Specialist (PFS) Examination
for CPAs holding a valid Certified Finan
cial Planner (CFP) or Chartered Financial
Consultant (ChFC) accreditation. At the
present time, more than 4,000 CPAs hold
the CFP designation and 660 CPAs have
the ChFC accreditation. Currently, almost
1,000 CPAs are PFS practitioners.
To obtain the waiver, applicants must
still comply with the following require
ments:
■ Hold a valid CPA certificate.
■ Be an AICPA member in good stand
ing.

■ Have at least 250 hours of experience
per year for three years preceding PFS
application; experience must include each
of the PFP areas: the PFP process, personal
income tax planning, risk management and
insurance planning, investment planning,
retirement planning and estate planning.
■ Pay an application fee of $150.
■ Hold a valid unrevoked CFP or
ChFC license or designation.
■ Submit six references-—three from
colleagues and three from clients—to sub
stantiate working experience in PFP.
■ Agree to comply with all PFS reac
creditation requirements
James A. Shambo, CPA/PFS, Col

orado Springs, CO, Chairman of the PFP
Executive Committee stated, “We’re
extremely pleased with the board’s deci
sion, one that will undoubtedly strength
en the recognition of CPAs as financial
planners. The public needs a method of
distinguishing between the objective
financial planning services provided by
CPAs and services provided by other
financial planners.”
The PFS Examination waiver period
will be in effect for two years starting Jan
uary 1, 1995, and concluding December
31, 1996. Additional information on how
to apply for the PFS designation by
obtaining a waiver of the PFS Examina
tion is available through the AICPA Order
Department. Call 1-800-862-4272, sub
menu #1, and ask for a free copy of prod
uct G00105. ♦
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